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Rxport of Cepitel Equipment by the Soviet
Bloe to Under-Developed Countrles

Gonclusions

The ccounmiries of the Soviet bleoe will not he gble in the near future
%o enter the world merket for capitsl goods on a secele at gll comparable to
that of the United Kingdom, United States of Americe and Vestern Germsny.
Bowever, iT 1% were degided by Moscow to conecentrate atiention on one or itwe
key under-developed countiries the Soviet Bloc could probably provide goods
syl teehnical eid on o significant scale amd on favoureble terms. ‘The recent
Soviet offer to erect & steel plant in India ney be sn example of this poliey.

Presyar S5ituation

2.  PRefove the war, the USSR itsell exported virtually mo eapltal goods, and,
although an Inporter thereef, was tending to tecome self-sufficient in them.
The States whieh are now Satellites although industrially undeveloped ag &
whole, neveribeless had e few very large undertakings such as Skode of Pllsen,
Wittkowitz of Moravske Ostrava, and Gang and Manfred Weiss of Budapest which
werg of worid repute.

3. in 1937 = the last favourable pmewar year - the dollar value of exports
off capital socis from vhat sre now s;:viet bloe countries compered as follows
with these frem western cmmtries.

7 Millicn Dollars

U.8.5.R. Ril
Czeahoslovalkin 60.0
Poland 3.2
Bangary 23

5. Germany oeu
J.S.A. 758.0

.¥. sk 0
Germany h80.0 (1936

Post War Develonments

Pigure)

L. Although, in the immedlate post-war peried, producers in Central and
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Fagstern BEurgpe acught their former foreign merkets s by 1949 Museov's policy

of forcing the growth of heavy industry in her Satellites tended to direet

their cutput awey from the free world toverds the U.S.S.R. in the first plece,
ond, seccndly, towards the Satellites themgelves and China. As for the U.5.8.R.,
her exports hed treditionaelly consisted of rew materiels and foodstuffs and

her imports of cepital equipment. It was only at the Moscow economic eon-
ferempe in 1952 thet the U.S.S.R. for the first time publiely proclaimed her
readiness to export capltal equipment. :

5. BSoviet blee exports simce the war have found their readiest markets in
those under-developed countries where mot only is there genuine economic need
for them but also vide-spread anti-Wegtern feeling of one kind or aemother )
vhich ensures g particularly sympethetic hearing for the Bloc's offers. The
biggest sales are being made in Scuth and South-East Asia, South Ameries and
the Middle East. In Asis the Bloc has made ita biggest effort in India; the
U.5.8.R., Czechoslovakia, Eastern Germany, Hungary and Poland have all con=
eluded trade agreements with hep and all these agreements provide for exports
of eapitel equipment. These four Satellites, though not the U.S.S.R. herself,
have also paid ocnsiderable attention to Indonesis. The U.8.5.R., on the other
hend, has exported a fairly substantial quantity of cepital goods to Afghsnistan
and hes, as e result, become that country’s mejor trading partner; seo far,
Czechoslovakia is the only Satellite o benetrate this market. Rlee ectivities
in the field of capital goods in other Asian countries are 8tlll very much in
the exploratory stages. In South Americe the main target has been Argentina.
Considerable attention heg also been paid to Uruguay, and the possibilities of
Brezil end Chile as markets have been investigated. INo serious attempts heve
been made to cpen up trede with the more wortherly Republics of South Ameries
or vith thwse of Cenmtral Averica, which are ell muech more directly susceptible
to United States influence, In the Middle East the Bloe has made its greatest
efforts in Persia end Egypt. Exports of capital equipment by Czechoslovakia,
Fastern Cermeny, Hungary and Poland are alse included in the trade agreements
which these countries have concluded with Turkey and Isrmel. Attempta to
develop this kimd of trade with the other Middle Eastern states have so far
been spasmodic and on a small scale.

6. Outside these umkler-developed countries, the only markets which Soviet
bloe exporte of thig kind have entered with eny success ere in Finlend, Norway
and Ieelamdl. So far thege exports have consisted almogt entirely of Rusaian
motor vehicles. The U.S5.5.R. has been able to secure this foothold because

of ber dominance of the Finnish economy and her importance to Morway and
Iceland 88 a buyer of the major part of their fish exports.
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7«- % 1g impogsible 4o salculate the full range epd quanility of Soviet
hlee exiorts of cepitel soods. The svidence evailsble suggests that the

pocds wetawmlly delivered axe only & amall pard of those llsted in trale agrae-
wents. Exporte mede to dete sesm t© have consisted mainly of trensport equiyps
mont {e.g. rolling steak spd other rallway meterisl, moter vehiloeles of all
kinds) aod agriculiturel mechimery (notably tractors and tertile machinery).
Suee electrical amd rafio equipment, mocnine toois, mining emd oil-drilling
cipmenys and printing wachinery have also bdesn sent.

i, 5 wfidition to individusl items of capital cguinments, the Bloe has viso
oPferad on oecasicns o send entire plants,. For exsmple Unicheslovaiiia ofPerod
to constrush 8 leed-tetining plant It Yukey and Zestorn (ergmny underwook

riy this yesr & build o cottopesploning midd there. UCretbeticovakis bos
apad m., pulld a cewent plant in Afgheniaten and is reporisd 59 Lave cobe
sidered sresting ap entoentbi:e assemoly mlent in Argesting.  The (.85.5.R. has
e sﬁmi,‘ ar offers *:x‘ Pergisad ner soggzssdons imh«‘i& wmi‘!e Pomtories,

; g vions ang oll instailstions. The most publiclsed -TPer ..z» rm ki
sde iz g recent oue oy tne U.D.3.R. So Ilhdis& ‘a‘mm ashe :

5 warks theres , The U.5 5. H. ddd Ingdeed
this vear on the consiruetion of oil --ssf,@ragv.: jpatalianios in ﬁs;ﬁgx»mi&mn
herwise, dezpite the publivity ascurdesi then, there i1s o evidende of fny
iitive progress baving yebt been mede with any of these Drojevts.

o Heogaibie Future

in aplte of the fLorced gosiever growih of bealc and cyriiel gowin produc-
m throwdeout the blos, 1t 13 stdll short oF caplial by wiztern staiards .

s hheersee of eptisfactory statinties o the proletlon of caplizal gogds

ses, Ehis detlolisony can be ialuatrnted by staddavles of stoed prediume
ghedr major conmonwent,
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10. It will be seen that only Czechoslovakis ean ecmpere with the United
Kingdom or Western Cermsny in the smount of steel per baad of population,

vut she is & amall country vhose steel output eccounts for only 7 per een%

of the bloc totel. Even the steel output of U.S.8.R., of 38 millicn tons -
the second highest in the world - provides per head of population little more
than half that of the United Kingdom end under one third of thet of the United
States of fgerics, vhich she aspires to surpess ss an industrial pover.

1l. Thus, it 1s hard %o escape the conclusicn that the eountrles of the
Soviet bloe will not be able in the near future to enter the world marke®
for capital goods on a seale at all occmperable o that of the mim_d Kingdom,
the United Staltes of America and VWestern Germany. : ‘

12. @iven freedom of action, (zechoslovekis might try to do so i a scale
2hat would be impertsnt from her own point of view; but es long as econoinle
planning is co-ordinated among the couniries of the eastern bloe, as there 18
every indlcetion that 1t will be, Czechoslovekia's exportable surpluses of
cepltal geeds are lisble to be ebsorbed by her partners in the Soviet bloc.
Pungery, too, could export marginal quentities of same items, while some of
the Esst Germen undertekings might try to re-esteblish themselves 1n their
2ld sversess merkets. -

13. In the cese of the J.5.8.R., political considerations might %o some extent
predominate over evomemic. It is difficult ab the moment Lo see her exporting
zepital equipment consisiently on a scale compareble with the United Kinglom,
but as her development procesds, the eccwmomic cost will be move esslly afforded.

14, It is tentetively suggested that the RBuropesn satellites - principelly
szechoslovakie, East Germeny, Polend and Hungery - could, between them, expord
yearly to all destinations, including the U.S5.S5.R. and other satellites, $400
aillicns of capital goods. What proportion eould be spared for the free world
is haxd %o say, but it might be comsidersbly less then half - say $150 millions.

15. The U.S.8.R. could if she chose, export in the mear future double this
amount to the free world without unduly disrupting her own development programne,
making a bloe total of $450 millions yearly. Very mueh more than the foregoelng
could be exported if the Soviet output of conventicoal armements were @0 be
seriously curteiled, which does not as yet appear likely.

15, Against the sbove tentative figures, it should be borne in mind that, in
1953, the United States of America exported 35,581 millions, the United KingGcom
$2,637 millions amd western Germany $1,673 millions. Thus, from the poing of
riew of the western exporter of capital goods, the threast of Soviet bloc com-
vetition does not appear to be very great.

/Possible
a b=
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_tensible Signidficance to Under-Developed Countries

17. Pefore (ismisaeing the threat, however, it is inportent for its possible
aignifiesnce t© be examined from the stendpoint of the under-developed countries.
m 1653 imports of capitel goods from western Furope, the United Siates of
Smerice and Cansda into under-developed African and Asiatic countries were

28 follows:=

' Million Dollars.

Belglian Copan 110
Freneh Overseas Territeories 349
Baypt 7k
fean 30
Savdi Arabisa 28
Irag 9
Rhodesia ' ‘ o8
Trélin 202
Pakisten gl
Tedlo=Chive Th
Indoncsin 120
Phalland 69
Burine, end Ceylon 57
Turkey 176
¥alaya 86

Total };695

A ——r————y

W, It will be seen thab, in most eases, the sbove imports were imdividuslly
ﬁm&ll in relation to the exports from the meln exporting countries. This ecould

pve lupordant political implicstions, for 1f it were decided by Moseow o
mmentmtﬁ» attention on cne or two key importing countries, the bloe coulel
wrobekly provide all thm these particuler eountries eould abs@rba

sty Qoe of the reosons why the capital imports of individusl under-developed
sountries sie 80 swell is the inebility of the would-be importers to find the
aecessary means of payment, while netionsliam has rendered them unatiractive
4o Toreign investors. VWhere the private enterprises of the west would be
mzluctent to risk their rescurues the State-controlled enterprises of the
blse, becked by en officilal poliey of trouble-making, could offer attractive
werms, the real cost of which would Jargely be b@me by the Soviet bloc

AL Ltimm,

“yoes of Goods which might be offered.

20. ‘The wypes of caopital goods which the Bloc could export to the free world
Fall dnto four main categoriles:e

-5 = (a)/Heavy
SeFeCaReE=T
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{a) Heavy engincering products swch 88 rolling mills, foundry end forging
2quipment, presses ete... could be exported by the U.5.5.R. and Czechoslovakia,
and scme of the smaller items by Bastern Germeny. Total exports in this
category are mot likely to exceed $150-200 million vesrly. At the same time
Vieatorn control on strategle exports mey limit Soviet Bloc exports by reduesing
A possible aguree of replacement through imports.

{b) The export of mediuwn engineering products sueh as processing plant, mining
nochinery and cranes is mwot likely to be inecreesed while the present priority
aoeorded to egriculiure prevalls - surplus c¢apaclty being econvertible ¢ the
produstion of agrieulitural equipent. Eastern Germany tends to spevislise in
mrocessing plant end mining machinery and Hungery in electrical equipment

while Czeshoslovekie and the U.S5.8.R. can ex,p@rt smeall quantihies of 21l products
wgler this heading.

() Yhe export of transpori equipment, particulerly railwsy rolling stock, is
likely to incresse fixm the U.5.5.R., but Hungary end Polamd cowld also supply
signiflcant numbers of reilvay vagons, and small numbers of diesel loccmntives

zould be made availlsble by Hungery. The export of Czech motor vehicles is likely
0 lnereass.

{d) T the field of production equipment, all countries of the blee will be
able o supply simple mechine tools, but more eouplex and heavier types will
G2 available from the U.5.5.R., Czechoslovakia, Eastern Germany and Hungery.
Frecision instruments heve in the past been exported by Hastern Germeny and
tals activity ls likely to contimue on an ineressing scale.

Yechnieal aid.

8l. Although it seems unlikely that meny technicians can be spared from the
Goviet Bloe, 1t showld be remembered that the Soviet trailning programne is a
formideble one, and that the inpeet of even a few Soviet technicians on the
uider-developed countries might be considerable and out of proportion to the
mutbers involved. Murthermore, considerable ald is being made aveileble iu
the form of literature and through s nurber of training schemes. Under these
gohemes, young pecple are sent mainly to the U.S.S.R. and Czechoslovakis for
techrical education and works training. The scope of this type of aid could
be widened and, Julging from the availsble information, the backward countries
set great store by it.
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